
When the general price of goods and services increases in an economy, we call this inflation. We should expect a low level of 
inflation in a healthy and growing economy. However, it is always important to consider the effects of inflation when making or 
reviewing your financial plan.

Over the long term, inflation, has averaged around 2.5%, yet in recent times, year-on-year inflation has soared and stands at 6.8% 
to the end of July 2023. Whilst this figure has reduced since it’s peak in October 2022 of 11.1%1, this level of inflation can be 
devastating for your hard-earned savings. So, when you look at what your cash savings will be worth in the future, don’t be fooled 
into thinking they will have the same purchasing power as they do today.

For people with over £250,000 of investable assets, inflation remains  
the biggest perceived risk to wealth2. 

The impact  
of inflation
The global pandemic and the Russian 
invasion of Ukraine have both caused 
significant disruption to the world’s supply 
chains, e.g. food, energy, and transport. This 
has meant the price you have to pay for most 
goods and services has gone up significantly.

1 Source: Office for National Statistics, August 2023. 2 Source: Saltus Wealth Index Report, June 2023.



High levels of inflation, even for a short 
period, can have powerful consequences. 
The chart on the right shows the price 
increase of a £10,000 basket of goods 
over the next ten years under two 
different scenarios: if inflation returns to 
the Bank of England’s target rate of 2% 
next year and if inflation had stayed at 2%. 

As you can see, after only one year  
of high inflation, higher prices are 
likely to remain for the long term, 
with prices unlikely to reduce. 
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Inflation may peak, but prices will remain high

Your financial plan should always 
include access to enough cash for 
emergencies and for your short-to 
medium-term cash needs. Beyond that, 
holding your savings in cash does not 
provide any protection against inflation.

The example to the right shows how 
quickly the value of £10,000 in cash 
would be eroded in real terms if 
inflation remained high for just  
three years.
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What does this mean for £10,000 in savings?

Savers often underestimate how much 
damage inflation can do over the long 
term, even at modest levels. 

The chart to the right demonstrates how 
inflation of just 3% can reduce the real 
value of cash by almost half over 20 years. 
If you are saving for your retirement, you 
need to be aware of how corrosive this 
can be to your cash savings. 

If you already have a financial plan  
in place, this reinforces the benefit of 
sticking to it, if you do not, then you 
should take action now.

The long-term dangers of inflation
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Source: Quilter Investors as at 30 June 2023. The information provided is for illustrative purposes only and doesn’t 
represent the past performance of any particular investment.

Source: Quilter Investors as at 16 August 2023. The information provided is for illustrative purposes only and doesn’t
represent the past performance of any particular investment.



What action can you take?
Investing over the medium to long term can typically mitigate the effects of inflation and your financial 
adviser can recommend a selection of assets that are appropriate for the level of risk you are able to take. 
Once you’ve made your financial plan, remaining invested for the long term is key to beating inflation.
The chart below shows how £10,000 invested in global equities over the past 30 years could be worth more than four times 
as much than if it had been held in cash (after adjusting for inflation).

Source: Quilter Investors as at 30 June 2023. Total return, adjusted for inflation, in pounds sterling over period 30 June 1993 to 30 June 2023. Based on an initial investment 
of £10,000. Global equities is represented by the MSCI All Country World Index and cash is represented by the Bank of England Base Rate. The information provided is for 
illustrative purposes only and doesn’t represent the past performance of any particular investment. It is not possible to invest directly into an index.
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Need additional help reading documents?
More and more of our investors are using screen reading software as a quick and easy way to read their documentation if they 
are blind, partially sighted, or dyslexic. Alternatively, we can write to you in several alternative formats, such as large print, 
braille, audio, and OpenDyslexic font. 
Find out more about screen readers, accessing your documents online, and our alternative format options  
at www.quilter.com/document-help. 

Important information
Investment involves risk. The value of investments and the income from them may go down as well as up and investors may not get back any of the amount 
originally invested. Because of this, an investor is not certain to make a profit on an investment and may lose money. Exchange rate changes may cause the value 
of overseas investments to rise or fall. 

This communication is for information purposes only. Quilter Investors uses all reasonable skill and care in compiling the information in this communication 
and in ensuring its accuracy, but no assurances or warranties are given. You should not rely on the information in this communication in making investment 
decisions. Nothing in this communication constitutes advice or personal recommendation. 

Any opinions expressed in this document are subject to change without notice and may differ or be contrary to opinions expressed by other business areas or 
companies within the same group as Quilter Investors as a result of using different assumptions and criteria. 

Data from third parties (“Third-Party Data”) may be included in this communication and those third parties do not accept any liability for errors and omissions. 
Therefore, you should make sure you understand certain important information, which can be found at www.quilter.com/third-party-data/. Where this 
communication contains Third-Party Data, Quilter Investors cannot guarantee the accuracy, reliability or completeness of such Third-Party Data and accepts no 
responsibility or liability whatsoever in respect of such Third-Party Data.
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Finding the right balance
Your financial adviser can develop a plan to help you achieve your financial goals, including a 
suitable approach to help reduce the impact of inflation. Ensuring you hold the right balance of cash 
and equities for your needs and risk profile is an important part of that conversation. So, if you have 
savings in bank accounts, cash ISAs, premium bonds, or even under the mattress, you should consider:

Do you have more cash savings than you need for emergencies and your short- to medium-term cash needs?

Are you comfortable that your cash savings have little protection against inflation?

Will your cash savings enable you to meet your long-term savings goals or is there a better alternative?

Speak to your financial adviser today to find out more about the solutions available to you.

www.quilter.com/document-help

